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REVIEW OF NONDISCRIMINATION ISSUE, WHICH IS THE 
ONLY POINT NOW AT ISSUE IN CONNECTION WITH THE PROPOSED 
INCOME TAX CONVENTION, HAS PROVOKED CONCERN THAT US 
ACCEPTANCE OF THE LIMITED CLAUSE THAT INDONESIA HAS PRO- 
POSED MAY LEAVE THE IMPRESSION THERE AND IN OTHER COUN- 
TRIES THAT THE US IS ABANDONING ITS POSITION IN SUPPORT 
OF EQUAL TAX TREATMENT. 

IN AN EFFORT TO REACH A COMPROMISE WHICH WOULD 
REELECT THE BASIC US POITION, EMBASSY IS REQUESTED TO 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 161394 

PROPOSE TO GOI THAT THE US PRESENT A NOTE TO THE 
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INDONESIAN GOVERNMENT AT SIGNATURE OF THE CONVENTION 
EXPRESSING US VIEW. IF THE INDONESIAN GOVERNMENT IS 
NOT PREPARED TO APPROVE THE CONTENT, WE WOULD BE CONTENT 
WITH GOI ACKNOWLEDGEMENT OF ITS RECEIPT. THE US NOT 
WOULD BE ALONG FOLLOWING LINES: 

"DEAR MR. MINISTER: ON THE OCCASION OF OUR SIGNING 
TODAY OF THE INCOME TAX CONVENTION BETWEEN THE GOVERNMENT 
OF INDONESIA AND THE GOVERNMENT OF THE UNITED STATES I 
HAVE THE HONOR TO STATE THE UNDERSTANDING OF THE UNITED 
STATES GOGERNMENT ITT RESPERT TO ARTICLE 24 WHICH PROVIDES 
THAT EACH COUNTRY WILL APPLY THE TAXES COVERED BY THE 
CONVENTION IN A NONDISCRIMINATORY MANNER TO CITIZENS OF THE 
OTHER COUNTRY WHO ARE RESIDENT WITHIN ITS BORDER AND TO 
CORPORATIONS CONTROLLED BY RESIDENTS OF THE OTHER COUNTRY 
DOING BUSINESS WITHIN ITS BORDERS. 

"IT HAS BEEN CUSTOMARY IN INCOME TAX CONVENTIONS TO WHICH 
THE US IS A PARTY TO PROVIDE THAT TH NONDISCRIMINATION 
PRINCIPLE SHALL APPLY TO ALL THE TAXES THAT ARE LEVIED IN 
EACH SIGNATORY COUNTRY. THE UNITED STATES WISHES TO 
REITERATE THAT IT ATTACHES GREAT IMPORTANCE TO THE APPLI- 
CATION OF THIS PRINCIPLE. HOWEVER, THE US RECOGNIZES THE 
IMPORTANCE WHICH INDONESIA ATTACHES TO EFFORTS TO INCREASE 
THE BASIC INDUSTIAL AND MANAGERIAL SKILLS OF THE INDONESIAN 
POPULATION AND TO MEASURES DESIGNES TO ACHIEVE THIS OBJECTIVE, 
SUCH AS THE SPECIAL HEAD TAX IMPOSED ON FOREIGN OWNED 
ENTERPRISES THAT HAVE FAILED TO ESTABLISH REQUISITE TRAINING 
PROGRAMS FOR INDONESIAN NATIONALS. 

"THE US ALSO RECOGNIZES THE POSSIBLITY THAT OTHER TAX 
MEASURES MAY BE ADOPTED HAVING SIMILAR OBJECTIVES. HOWEVER, 
IT IS THE UNDERSTANDING OF THE UNITED STATES GOVERNMENT 
THAT THE GOVERNMENT OF INDONESIA DOES NOT CONTEMPLATE THE 
ADOPTION OF TAX MEASURES WHICH WOULD HAVE AN ADEVERSE 
EFFECT ON THE COMPETITIVE POSITION OF AMERICAN-OWNED 
FIRMS. 

"PLEASE ACCEPT RENEWED ASSURANCES ETC." 

KISSINGER 
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